Introduction
The corporate governance ratings of companies listed on Warsaw Stock Exchange have been published since 2001. The study aims at comparing the ratings offered by two institutions and at finding out whether the ratings of the companies are related to their financial performance.
Two ratings are taken into account: 1) Polish Corporate Governance Forum (PFCG) ratings and 2) Polish Institute of Directors (PID) ratings.
The PFCG uses term "ranking" but this in fact is "rating" since to a given company one category out of only a few quality categories is assigned. The PFCG and PID ratings differ methodologically. Major distinction lies in the philosophy of designing the relevant survey and in arriving at the final rating. In the first part of the paper the two ratings approaches are compared. The second part presents the attempt to quantify the relationships between the financial results of rated companies and their actual ratings assigned by the two bodies: PFCG and PID.
What ratings?
Both ratings make use of the degree of compliance with Best practices in public companies (2002, 2005) -the Warsaw Stock Exchange corporate governance code, as well as with the OECD Principles of Corporate Governance (1999 Governance ( , 2004 . However, not all principles are equally important for the two rating institutions: PFCG and PID. They also differ in the methodology of collecting and assessing the data on governance.
PFCG rating
Polish Corporate Governance Forum (PFCG), allied with the Gdansk Institute for Market Economics (IBnGR), since 2001 publishes corporate governance ratings of the companies quoted on Warsaw Stock Exchange. The Forum's webpage (www.pfcg.org.pl) indicates three ratings: for 2001 , 2003 and 2005 , published in Tamowicz et al. [2001 , Dzierżanowski et al. [2004] and Dzierżanowski et al. [2006] . The ratings were also published in Rzeczpospolita daily. In addition, IBnGR prepared the rating for 2004, in the unpublished research paper by Aluchna et al. [2005] .
Since the second rating for 2003, the methodology of PFCG ratings is somehow standardized and is based on the index constructed from 60 variables covering the following nine areas:
"the general characteristics of supervisory board (competence, number of members, etc.), the institution of the independent members, functioning of the management board, regulations concerning the general shareholders' meeting, strengthening the function of audit, exposition to the external control (i.e. the lack of defences against a hostile take-over), regulations on trading in own shares, companies' declared goals and intentions, transparency of information" (Dzierżanowski et al. [2004] ).
For the 2005 rating, the important change has been introduced, namely 30% of the final score is due to the additional "assessment provided by investment portfolio managers and analysts of the largest open-end pension funds, investment fund companies and asset management companies". (Dzierżanowski et al. [2006] ).
Data are collected on the basis of analysing the disclosed documents (such as statutes, companies' internal regulations, by-laws of the supervisory boards and the general meetings of shareholders) including statements of compliance with the Best practices in public companies (with companies' comments), as well as the companies' webpages. The formal declarations on compliance are additionally monitored by checking whether the appropriate provisions are included in the companies by-laws.
It is not clear, who sets up the rules and makes the final decision on PFCG ratings. Most likely, these are the authors of PFCG rating publications.
The PFCG rating attributed to a company is based on the final score obtained from nine governance areas, with the appropriate weighing and, since 2005, with the 30% worth addition of the fund managers and analysts assessment. The range of PFCG rating so far covers six categories: A (highest), A-, B+, B, B-, C+.
PID rating
The corporate governance rating by the Polish Institute of Directors (PID) For each of the 12 areas the assessing investor may give the company the grade from "-5" to "5". The total translates into the rating, in this case conveyed in the number of "stars". The best companies get 5 stars and are distinguished with the title "The trustworthy company".
The PID rating uses 5 quality categories (stars).
The ratings
Tables Z1 and Z2 in the Appendix present both PFCG and PID ratings.
Level of association between PFCG and PID ratings
Is it sensible to compare PFCG and PID ratings?
As one can judge from the above, PFCG and PID ratings differ to a large extent, despite of the common objective. The technique of collecting data is different. Also, the different body designs the rating rules: for the PFCG rating these are the "market observers" while in the PID ratings we have the "market participants". From this latter point of view, perhaps PID rating is closer to the market than PFCG rating. On the other hand, the PFCG ratings were present as the first on the Polish "ratings market" (i.e. since 2001) and, as such, they initially created a kind of benchmark.
So, can we sensibly compare the ratings? In my opinion, yes. Mainly -due to common objective of ratings, which is finding out how the companies listed on the Polish stock exchange comply to the rules of corporate governance. Besides, it may be worth to uncover whether the direct market impression on that matter is similar to the impression of the market (passive) observers.
Rank correlation between ratings
The ratings results for companies are conveyed by rating categories -from the lowest to the highest. The distances between neighbouring categories are unknown. One can possibly assume that these distances are equal, but testing such an idea might not be possible.
Therefore, comparing the ratings is difficult, especially because the ratings order is important.
If the companies X,Y,Z are given categories 3,2,1 in one rating and B,B-,C+ in the second rating, one can say that in this case both ratings give the same result: the order of companies is maintained.
Composite comparison of ratings can be accomplished by using the Spearman rank correlation coefficient between the ratings results, separately for each year. This is possible only for the companies being assessed in both ratings simultaneously. Table 1 The relevant ratings have been specified as numerical codes from 1 to 6 for PFCG rating and from 1 to 5 for PID rating. The rank correlations suggest that the association of PFCG and PID ratings for Polish listed companies in 2004 and 2005 may be considered as significant and positive. Both ratings assess the quality of corporate governance in the same direction. Moreover, the significance of this association seems to be increasing in time.
The "severity" of ratings may be compared by means of the average values of numerical codes. Table 2 presents these averages, where in addition both codes are scaled on the same range of 1 to 5. Table 2 shows that PID ratings are more stable and, perhaps, also more "severe" in assessing the corporate governance level in Polish listed companies.
Governance level and the financial performance of listed companies

Methodology
The attempt to examine the relationship between the financial performance of companies and their rating has been undertaken with the use of methodology introduced earlier studies (Gruszczyński [2003 (Gruszczyński [ , 2006 ). The idea is to employ the ordered logit model in which the endogenous variable represents rating categories while exogenous variables are various financial characteristics of companies.
It is assumed that the company rating for given year (e. Tables 3a and 3b . 1. Profitability ratios: P1 gross profit from sales margin, P2 operating profit margin, P3 gross profit margin, P4 net profit margin, ROE return on equity, and ROA return on assets.
2. Liquidity ratios: L1 current ratio, L2 quick ratio, and L3 acid test.
3. Activity ratios: A1 amount due turnover, A2 inventory turnover, A3 operating cycle, A4 liabilities turnover, A5 cash conversion cycle, A6 current assets turnover, and A7 assets turnover.
4. Debt ratios: D1 fixed assets cover ratio (shareholders' equity / fixed assets), D2 debt margin, D3 EBITDA / financial expenses, and D4 debt / EBITDA.
Associations of ratings and financial indicators
Simple correlation coefficients between the numerical codes of endogenous variables (PFCG04, 3PFCG04, PID04, 3PID04, PFCG05, Endogenous variable Potential explanatory variables
It is hardly possible to indicate any pattern of relationship between financial indicators and the rating variables (PFCG, 3PFCG, PID oraz 3PID). Moreover, some of the directions suggested by the correlation signs seem to be counterintuitive.
Such outcome is due to small sample sizes, as well as to heterogeneity of samples. The samples include companies from diverse branches in manufacturing and services sectors, companies of various size and from the broad range of activity profiles. The elements influencing such non-homogeneity of the sample are so many that, given sample size, it is not possible to account for them in properly extracting the relationship under study.
If one insists on spelling out the association "disclosed by the data", it can be said that with significant degree of confidence the ratios A1, A3, A4 are negatively correlated with the corporate governance rating of listed companies in Poland for 2004 and 2005. Perhaps, this might indicate that companies with higher level of receivables turnover and liabilities turnover are regarded as the inferior ones from the perspective of corporate governance.
Due to such meager results of introductory data analysis, below we present only the examples of estimated ordered logit models. The details of the approach may be found in Gruszczynski [2006] . Models include at most two explanatory variables. The τ j are thresholds (cutpoints)
indicating the real numbers intervals for categories: from the first to the fifth (or sixth) for the model with five (or six) rating categories, and from the first to the third for the model with three rating categories. Due to multicollinearity of explanatory variables and the low level of their association with the endogenous variables, models have poor statistical characteristics.
Models for PFCG and PID for 2004
Tables 4 and 5 present the estimation results for representative models constructed for 2004. 
Models for PFCG and PID for 2005
Tables 6 and 7 present the estimation results for representative models constructed for 2005. This may mean that rating criteria and the assessment methods for the two ratings somehow converge. Moreover, the adopted simple measures show that PID ratings are more stable and also more "severe" in assessing the corporate governance level in Polish listed companies.
Results of the attempt to find out the relationship between the financial performance of companies and their ratings are mixed and rather disappointing. The correlations between ratings and the performance indicated negative significant association for the activity ratios.
For example, this might indicate that companies with higher level of receivables turnover and liabilities turnover are regarded as the inferior ones from the perspective of corporate governance.
Significant correlations between rating level and the financial indicators are scarce and sometimes counterintuitive. Therefore, the effort to construct ordered logit models for explaining the rating level was at the outset designed as only the methodological example.
Nevertheless, the representative simple models which have been estimated, have reasonable interpretation and, as it can be expected, have rather poor ex post forecast accuracy. It turned out that the models for PID ratings are harder to specify and have worse fit than the models for PFCG ratings.
The reasons of such results are mainly due to small sample sizes and the heterogeneity of samples (samples include companies from diverse branches, of various size etc.). On the other hand, the corporate governance rating is based on homogenous set of criteria, applied to each company in the same manner, independently of company's particular characteristics.
The solution for future research are larger, more homogeneous samples, as well as more refined research hypotheses and more appropriate methodologies. Right now, the corporate governance ratings in Poland are confined to the companies listed on Warsaw Stock
Exchange, so the major increase of the samples is not possible.
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